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THE MEXICAN LIGHT AND POWER COMPANY LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED FINANCIAL STATEMENTS 
IN MEXICAN CURRENCY 


AUDITORS’ REPORT 


To the Shareholders of 
The Mexican Light and Power Company, Limited: 


We have examined the consolidated balance sheet of The Mexican Light 
and Power Company, Limited and Subsidiary Companies as at December 31, 
1972 and the related statements of consolidated profit and loss, movement 
of shareholders’ investment, and source and application of funds in Mexican 
currency. 


Our examination was made in accordance with generally accepted 
auditing standards including, consequently, tests of the documents, books 
and accounting entries and other generally accepted auditing standards, 
which we considered necessary in the circumstances. 


As mentioned in Note 6 to the financial statements at December 31, 
1972, the procedure for calculating the increases in accrualsfor separation 
payments was changed,reducing the loss for the year by $61.0 million. Also, 
it was decided from 1972 on to record the amount of energy supplied but 
not yet billed at the end of the year. Until 1971 this energy was recorded 
when billed without any estimate of its amount being included in the 
accounts at the end of the year. As mentioned in Note 8, this change in- 
creased gross revenues by $80.2 million in 1972, consequently reducing the 
loss by this same amount. 


In our opinion, the attached financial statements fairly present the 
financial position of The Mexican Light and Power Company, Limited and 
Subsidiary Companies as of December 31, 1972 and the result of their 
operations as well as the source and application of their funds for the year 
ending on that date, in conformity with generally accepted accounting prin- 
ciples applied on a basis consistent with the preceding year, except for the 
changes mentioned in the previous paragraph with which we are in 
agreement. 


Mario Suarez del Real 
Public Accountants 
May 4, 1973 
Mexico, D. F. 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 


AND SUBSIDIARY COMPANIES (NOTE 1) 


Consolidated Balance Sheet as at December 31, 1972 
With comparative figures as at December 31, 1971 (Note 2) 
In Mexican Currency 


Current: 


Cash 


Consumers’ accounts and notes receivable, net 


ASSETS 


Material and supplies, at cost, not 


above market value, net 


Pi towel entrets’ eft elt Ast ron reily er Yel wal! vol eh. ley tes th anit e 


Debtors, claims and other current assets ........... 


Loans to employees 
Insurance and other prepaid expenses 


Other: 


Loans to employees 
Investments in securities, at cost 


Notes receivable 


eee Pie pres ple\nlar he, ywienwh est te: bel Nis ute! wa, jteyit's A Vw twtMie ls fee 6) 


SUES {A ou, ose ye; mle Milolis eAliee Kel) eshte 


Oi) Get] (em 2 missle ey: lath eutgenl pet te) el) iw Ml .e) ey fel bee Lo! Well amrolsie 


Prepaid expenses and other non-current assets (Note 3) 


Fixed: 


Property, plant and equipment (Note 4) ........... 
Less: Accrued depreciation and amortization (Note 5) 


Work in progress, at cost 


Stores for Constructions at Cost inne a caienae yen ee aaa 
Advances {OF CONSEPUGTION (Maa rao eny Ai airaner i ot cee tesa te 


On behalf of the Board: 
Josée Lopez Portillo, Director 


Arsenio Fare li 


Director 


1972 


159,136,002 
508,651,078 


119,399,516 
137,282,693 
134,717,727 

42, 877,908 


$ 1,102,064,924 


$ 


$ 


590,268,922 
1,844,734 
300,000 
103,371,842 


695,785,498 


7,067,530,473 


2,024,737,046 


1 of 


5 042,793,427 


1,022,414,357 


73,855,588 
2,454,775 


6,141,518,247 


5 7,939,368,669 


1971 


136,858,577 
396,846,108 


131,262,800 
155,537,174 
111,029,908 

39,892,255 


971,426,822 


575,151,789 
1,593,416 
5,578,854 

39,934,184 


622,258,243 


6,094,912,934 
1,868,520,116 


4,226,392,818 


; 1,032,890,347 


18,905,477 
11,063,190 


> 5,289,251,832 


6,882,936,897 


LIABILITIES 
Current: 1972 
Accounts payable to suppliers, contractors and others ... $ 208,026,943 
Miviclenaececlared siete ae pay. ot tea ta yn Wali ky: 5,354,848 
Current portion of long term debt (Note 3) ......... 477,611,050 
Accrued interest, wages and other expenses ......... 13,021,333 
Employees’ and pensioners’ savings fund .......... 27,269,726 


$ 791,283,900 


Long Term (see statement attached) (Note 3)........ § 4,157,350,239 
Other: 
Accrued/for pensions (Notes4-and.6) 0. . ok we Sk $ 231,618,684 


Accrued for separation payments (Note 6) ......... 183,378,253 
Acerued tor semployeeinsurance (Note 6G)... 2... 6 6's 14,464,774 
Consumers and Ovher deposits oo Seis eee ee ke 117,093,168 


$ ~ 546,554,879 


$ 5,495,189,018 


Contingencies {Note 9) 


SHAREHOLDERS’ INVESTMENT 


CAPITAL STOCK: 


Preferred shares 


Authorized and issued—852,598 shares having a par value 

of $13.50 Can. Cy. per share (Note 7) 
Common shares of no par value 

Authorized 5,000,000; issued 4,196,111 


147,400,872 


RED tity ts Wet Mart 508,416,475 
$ 555,817,347 


enemies: 


Earned Surplus: 


$ 44,808,857 
944,677,863 


Statutory reserve 
Reinvestment reserve (Note 4) 
Retained earnings (Note 4) 374,249,718 
Unallocated income of previous years 42,487,629 
Unallocated income for the year, after deducting $1,940,124 in 1972 
and $2,231,737 in 1971 transferred to statutory reserve (111,033,226) 
$ 1,295,190,841 
$ 1,851,008,188 


Consumers’ Cooperation Toward Fixed Assets (not distributable 


under the Law of the Electric Industry) bi OVS nt (1,403 


$ 7,939,368,669 


The attached notes form part of this statement. 


AL OEE PE AAA EE POA Es IO YSIS RS 


1971 


$ 128,805,909 
5,326,342 
412,688,574 
68,881,650 
17,314,196 


$ 633,016,671 


$ 3,268,548,215 


$ 169,480,785 
180,552,612 


131,381,479 
$ 481,414,876 
4,382,979, 762 


aor 


ae is 


147,400,872 


408,416,475 


$ 555,817,347 


$ 42,868,733 
944,677,863 
385,120,343 


42,127,629. 
$ 1,414,794,568_ 
$ T,970,611,915 


$ 529,345,220 


$ 6,882,936,897 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 


AND SUBSIDIARY COMPANIES (NOTE 1) 


Statement of Consolidated Profit and Loss 
for the Year Ended December 31, 1972 


With comparative figures for the year ended December 31, 1971 ( Note 2) 


In Mexican Currency 


OPERATING REVENUE (Note 8) 


Oo hat le; be, jai! ge* fell wey sel 6 0) fen sie 


OPERATING AND OTHER EXPENSES: 


esa elNe ek eviiehy'é* rele. ® (6) ler el wri ne) Le ele alpen bah canal kee ie 


Ferrey psu ca eA Re Me meee I aio SE Lana ee as Us Dd ee 
Wages iirc eal RN eC ss TN Oa a ay he ge 
Employee benefits 
Other operating expenses (igh ee eter unas 
Other maintenance expenses 
Administrative expenses 
“PARES SC Ue tye ar Ut rE Re Mair maa ea toni vee ie De pede Uber 
Provision Ton.dGubtiul accounts ann: iesare a auenn a ee eee 
Provision for depreciation and amortization (Note 5) 


A ei hie) Vial ie) epyiely a) yields}; Sell toi) of) eul\e/ leis) Welt. 


@ a .0'y 0) oo. oul 16: ve) tia) Sieh ett ee Fete we ele) 1a (ro 


Total operating and other expenses 


NET OPERATING YR IEEN EN URW iw te ayia c ed bien ttan cetalen fetus 
FIN ANCPATS GOS Tio iia vokditames lo koi wie er seate eve Me cee tnstt ots 
Lessrinterest; during construction ifs... Saye neue 
Less: Interest earned on immediatey realizable securities 

Net financial cost 


Ce Velie ee etre we le ele) (6 Ge ule let jel elie) ee sO) w) ee, (én sel re) 


OTHER REVENUE AND EXPENSES, NET ......... 
PROVISION FOR EMPLOYEES’ SHARE IN PROFITS 


NET PROFIT (LOSS) OF THE YEAR 
APPROPRIATION TO THE STATUTORY RESERVE 


SURPLUS (LOSS) FOR THE YEAR, TO BE ALLOCA- 
TED i 


ofr fey ver Ves! ley le eve Je ier fal fies 


02181) eo) 10.) 2) Corso) lays wy flor Valor fiw tae eines Alé/ mle) ¢ eshte) aig al ene! siete Cin, ier tele Kiel el uae 


yee ele eel eo: el ei elie mid telte beg rehienla, 13). 7eiylel emis to) 7's 


1972 
$ 2,659,777,736 


$ 715,253,418 
92,097,353 
673,965,812 
599,234,284 
50,936,854 
55,989,788 
28,520,419 
26,204,651 
10,908,943 
167,000,946 


$ 2,420,112,468 


$ 239,665,268 


$ 382,915,145 
29,937,684 
5,818,399 

$ 347,159,062 


( 1,599,308 ) 


(109,093,102) 


1,940 , 124 


$ (111,033,226 ) 


1971 
$ 2,363,333,317 


631,403,906 
84,623,097 
565,545,098 
458,294,776 
47,528,533 


63,828,570 
28,011,278 
24,320,439 


10,698,790 
140,653,353 


$ 2,054,907,840 
$ 308,425,477 


$ 300,374,412 
21,037,644 
6,369,066 


$ 272,967,702 


9,261,591 
360,000 


$ 44,359,366 
2,231 8787 


$ 42,127,629 


AFTER ALLOWING FOR THE $1.00 CANADIAN CURRENCY PER SHARE TO WHICH 
THE PREFERRED ARE ENTITLED, THE NET LOSS IN 1972 WAS $28.55 PER COMMON 


SHARE (A NET PROFIT OF $8.03 IN 1971) 


The attached notes form part of this statement. 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES (NOTE 1) 


Consolidated Statement of Movement of Shareholders’ Investment 
for the Year Ended December 31, 1972 


In Mexican Currency 


Balance at December 
SOT: 


Transfer of the 1971 
unallocated surplus . . 


Adjustment of the pro- 
vision for employees’ 
share in profits of 1971 


Cash dividends declared 
by The Mexican Light 
and Power Company, 
Limited on its Preferred 
shares ($1.00 Can. Cy. 
pPeVshare ete see a eh 


Net loss for the year 
ended December 31, 
1972 as per the consoli- 
dated profit and loss 
statement, allowing for 
the appropriation to the 
statutory reserve 


Balance as at December 
Pad Reed ihe Mf BeAh BARE ie eh bate 


Statutory Reinvestment 


Reserve 


1,940,124 


LE 8 ES A A SIE 66 RICA EO OE A OI RE BAC SEERA) BRE ORE BIO AY 


Retained 


Reserve EKarnings 


555,817,347 42,868,733 944,677,863 385,120,343 


(10,870,625) 


555,817,347 44,808,857 944,677,863 374,249,718 42,487,629 $ (111,033,226) 


Unallocated Unallocated 


Income of Surplus 
Previous (Loss ) for 
Years the Year 

—_—— 42,127,629 


42,127,629 (42,127,629) 


360,000 


(111,033,226) 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 
(neluding Compania de Luz y Fuerza del Centro, S. A.) 


Consolidated Statement of Long Term Liabilities 
as at December 31, 1972 


The Mexican Light and Power Company, Limited 
First Mortgage and Collateral Trust Bonds: 
5% Series A Sinking Fund Bonds and Debenture 
Stock, semi-annual payments to 1975 ............... US 
CAN 
45% Series B serial Bonds, semi-annual maturities to 
1975, guaranteed by the Mexican Government .... US 
7% Series D serial Bonds, semi-annual maturities to 
1975 MEX 
5.625% Series E serial Bonds, semi-annual maturities to Us 
1977, guaranteed by the Mexican Government .... CAN 
6% Series F Sinking Fund Bonds, annual payments to 
HS Fa. 03 Ten Wuntalll's WL SeOVDipuTbarn Seay LUM st A) nee NLA Ween gi ects cy Ae aS pe US 
Total First Mortage Debt 
5.5 % Cummulative Income Debenture Stock, Annual In- 
terest and Sinking fund of $92,487 U.S. Guaran- 
teed Dy floating charge ii yaaa iuine ale anny Hawt US 
Loans from Nacional Financiera, S. A. (subordinated to 
above) 
At 7% , semi-annual maturities to 1978 .......... MEX 
At8&% , semi-annual maturities to 1981 .......... MEX 
At 11,,1/4% , a re-financing of the previous two with 
quarterly: maturities-to7 989) Wie) Naa rs MEX 
Total Subordinated Debt 
Total Debt-The Mexican Light and Power Company, Limited 
Compania de Luz y Fuerza del Centro, S. A. (subordinated 
to Mortgage Bonds and Income Debenture Stock of the 
Mexican Light and Power Company, Limited) 
Comision Federal de Electricidad: 
Loan Agreements 
At 8.755°/0, annual maturities to.1979 > 0) 6 GER 


From 7.59/o to 9.59/o, serial maturities from 1976 to 


DAS A A Ree RONU AON A MBIT A Reed oy DOV CED NT ENTAASHLAD PUP MUN US 


Original 
Currency 


1 940 510 
82 844 


4 385 000 


3 562 356 
280 000 


2 947 000 


2 466 530 


Mexican 
Currency 


$ 24 256 375 
1 040 624 


54 812 500 
18 236 000 
44 529 448 

3516 148 


36 837 500 


$ 183 228 595 


30 831 625 


$ 82 363 969 
61 605 892 


41 958 209 


$185 928 070 


$ 399 988 290 


39 516 207 $ 154 298 538 


65 000 000 


812 500 000 


LLL LAS NN A A SP PO RN AS CA EP PRAM RE TE AO SS EAP SEEPS 


At 69/o and 7.59/0, semi-annual maturities to 1980 .. US 
At 12°/0, semi-annual maturities to 1982 


penta de Mia TELS MEX 
At 8°/o semi-annual maturities to 1982 MEX 
Joint contracts with Nacional Financiera, S.A., sub- 
sidiary to IBRD Loans 
436—ME at 5 1/29/o0 and 6°/o0, semi-annual maturities to 
SPOS ete eit) PRAT MMO Guth es cua Maem eed MiNG rer Leer a0 US 
544—ME at 6 1/4°/o, semi-annual maturities to 1988 VAR 
659—ME at 7°/o, to 7 1/2°/o semi-annual maturities 
PECTIN ON ACO LO re Renae St pire Phe ue neni san Aiba ate VAR 
Sub Total — Comision Federal de Electricidad 
Notes to foreign banks: 
At 6.59/o0 to 7.8125°9/o0, serial maturities to 1979 .... US 
PLAS LO MOAULER EG Loaner minaiwbrr ten te cats d Ta CES at areas dae US 
Ue LOL OO BI UCL OL Ob atte St ene ais ener mia US 
Tapa O-AUC.L OT Onn rectens te hid Ser ORM hale aun ta uh ae US 
Less: Notes representing unearned interest ....... US 
Sub total Foreign Banks 
Notes to Mexican Banks: 
At 10°/o and 12°/o0, semi-annual maturities to 1976 MEX 
At 8°/o, with annual maturities to1981 .......... MEX 
Less: Notes representing unearned interest ......... MEX 


Sub Total Mexican Banks 


Total Compania de Luz y Fuerza del Centro, S.A. 


CONSOLIDATED TOTAL 


Less: Current portion of long term liabilities: 
The Mexican Light and Power Company, Limited 
Compania de Luz y Fuerza del Centro, S. A. 


NET LONG TERM LIABILITIES 


One) Bere rvelua (wh Aellcek le | Uw fe’) te 


Notes: 


First Mortgage and Collateral Trust Bonds. 


5470143 68 376 787 
1 095 000 000 

9 500 975 

12766000 159575 000 


177 879 737 


472 826 559 


$2 945 957 596 


a 


38 592 256 $ 482 403 200 
3.000000 387500000 
15564054 194 550673 
15774761 197184 510 
911 638 383 

811623 $ 10145 281 


$ 901 493 102 


$ 407 050 000 
7 368 895 

414 418 895 
26 896 594 

$ 387 522 301 


$ 4 234 972 999 
4 634 961 289 


53 377 815 
424 233 235 


Selo OO aa 


In accordance with the provisions of the Indenture of Mortgage of Fe- 


bruary 1, 1950 and the Supplemental Indenture of March 28, 1955, the 
payment of principal and interest on the first mortgage and collateral trust 
bonds is guaranteed by a mortgage on properties, plant and equipment 
installed on December 31, 1953 and which were then valued at $726 million 
pesos, and by a mortgage on all additions permanently incorporated to the 
mortgaged property. As an additional guarantee, as provided by the Inden- 
ture of Mortgage of February 1, 1950, the Company and its subsidiaries have 
agreed, subject to receiving prior authorization from Mexican Governmental 
authorities as required and in accordance with the provisions of the afore- 
mentioned Indenture, to constitute a mortgage at any time on any or all 
other immovable properties they may possess or acquire in the future. 


Restrictions in accordance with loan agreements signed with the Interna- 
tional Bank for Reconstruction and Development. 


The Company has committed itself, among other things, that unless it 
obtains the consent of the Bank: 


a) It will not declare or pay any dividend or make any other distribution on 
its common shares (except stock dividends) if after considering such 
dividend or distribution the total amount of such payments and the 
payment of dividends on preferred shares made subsequent to December 
31, 1956 should exceed by more than $6,000,000 US currency the total 
net consolidated profits obtained by the Company and its subsidiaries 
and available for dividends subsequent to December 31, 1956. 


b) It will not redeem nor purchase any shares of its capital stock nor 5.5 % 
Cumulative Income Debentures, (except for such part of the latter which 
are retired from circulation through the operation of the sinking fund) 
unless it does so with proceeds from the sale of shares and, in the case of 
the 5.5 % income debenture stock, with the proceeds of the sale of 
income debenture stock which do not confer more favorable conditions 
on it holders than the existing 5.5°/o debentures. 


c) It will not incur any debt if the net remainder from operations of the 
Electric Sector (the Company, its subsidiaries, and Comision Federal de 
Electricidad and its subsidiaries) increased by the amount of the 
tax on consumption of electric energy during the financial period 
immediately preceding (or any preceding period of 12 consecut:ve 
months, whichever is greater) is less than 1.4 times the largest amount of 
the total amortization on long-term debt of the Electric Sector in future 
year or years. 


d) It will not sell or dispose in any other manner of any of its properties or 
other assets which are needed to carry out efficiently its operations 
unless it first pays or redeems or makes provisions satisfactory to the 
Bank for the balance of the loans outstanding. 


e) It will not assume liabilities with a guarantee on any of its assets; in case of 
non-observance of this restriction provisions satisfactory to the Bank 
must be immediately created to assure the payment of principal, interest 
and other charges arising from the credit granted by the Bank. This 
restriction will not be applicable to those credits which have a specific 
lien on those assets acquired with the credit itself and to any hability 
arising in the normal course of operations whose maturity is not greater 
than one year. 


MEX = Mexican pesos 
US = American dollars 
CAN = Canadian dollars 
GER = German marks 


VAR = Various currencies 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 


AND SUBSIDIARY COMPANIES (Note 1) 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1972. 


(with comparative figures for the year ended December 31, 1971) (Note 2) 


IN MEXICAN CURRENCY 


SOURCE OF FUNDS 


Internal— 
Net profit (los3 of the year 
Provisions for: Depreciation and amortization 
Pensions 
Separation payments 
Employees insurance 


Cooperation from consumers toward 
fixed assets 


External — 
Long term credits from: 
Foreign Banks 
Mexican banks 
Comision Federal de Electricidad and 
Nacional Financiera, S. A. 
Net contribution of employees to insurance 


Funds available 


APPLICATION OF FUNDS 
Addition to properties, plant and equipment 
Net increase in other assets: 

Loans to employees 

Prepayments and others 
Reduction in long-term liabilities 
Payments for: Pensions 

Separations 

Reduction in other habilities 
Reduction in unallocated surplus 

Preferred share dividends 

Adjustment of the employees’ share in profits 

Funds used 


INCREASE (REDUCTION) IN WORKING CAPITAL 


ns A fap? 


$ (109,093,102) 


167,000,946 
204,043,858 
45,612,193 
8,527,000 

§ 316,090,895 


131,857,752 


ae EE SS PS ES 


$ 447,948,647 


1,341,287,198 

5,937,774 
Sagan ZeaOT2 
§ _1,795,173,619 


EE re 


$  1,087,298,870 


15,117,133 
58,410,122 
452,485,174 
141,905,959 
42,786,552 
14,288,311 


10,870,625 
(360,000) 


$  1,822,802,746 


$ ( 27,629,127) $ 


JMCe hee T! 


$ 44,359,366 
140,653,353 
117,522,792 

64,113,206 


$ 366,648,717 


98,839,493 


tenes 


§ 465,488,210 


$ 103,000,000 
216,719,403 


930,068,224 
§ 1,249,787,627 


$_1,715,275,837 


$ 959,197,938 


92,979,092 
7,495,846 
435,274,398 
134,959,035 
18,296,034 
2,079,376 


10,572,215 


(4,700,823) 
$ 1,656,153,111 


59,122,726 


IN MEXICAN CURRENCY 


CHANGES IN WORKING CAPITAL 
() reduction 


Cash 


Consumers’ accounts and notes receivable, net 


Materials and supplies at cost, not above market value, net 


Debtors, claims and other current assets 


Loans to employees, current portion. 


Insurance and other prepaid expenses 


Accounts payable to suppliers, contractors and others 


Dividends declared 


Current portion of long-term debt 


Accrued interest, wages and other expenses 


Employees’ and pensioners’ savings fund 


Increase (reduction) in working capital 


22,217,425 


111,804,970 


( 11,863,284 ) 


(18,254,481) 


23,687,819 


2,985,653 


(79,221,034 ) 


( 28,506 ) 


(64,922,476 ) 


( 4,139,683 ) 


(9,955,580 ) 


$ ( 27,629,127 ) 


hot 


($ 78,195,094) 


38,353,924 


3,215,624 


74,045,328 


16,362,541 


16,496,296 


( 22,070,585 ) 


(105,042) 


(12,378,915 ) 


800,223 


$ 59,122,726 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1972. 


IN MEXICAN CURRENCY 


1) Bases for consolidation. 


The Mexican Light and Power Company, Limited is a Canadian corpora- 
tion constituted under the laws of Canada and is authorized by the Mexican 
Government to operate in Mexico. The Federal Electricity Commission, of 
Mexico, is the owner of 97.8°/o of the outstanding common shares and of 
80.8°/o of the preferred shares. 


The attached financial statements include the operations of The Mexican 
Light and Power Company, Limited and its direct subsidiaries: Compafita 
Mexicana Hidroeleéctrica y de Terrenos, S. A. and Compania de Luz y Fuerza 
del Centro, S. A. Also included are the operations of the subsidiaries of the 
latter: Compania de Luz y Fuerza de Pachuca, S.A.; Compania Mexicana 
Meridional de Fuerza, S. A., and Compafita de Luz y Fuerza Electrica de 
Toluca, S.A. All balances and transactions between these companies have 
been eliminated. 


The Presidential Decree published in the Official Gazette of December 27, 
1972_-authorized the merger of Compania de Luz y Fuerza del Centro, S. A. 
with its subsidiaries, Compafita de Luz y Fuerza de Pachuca, S.A., Compania 
Mexicana Meridional de Fuerza, S.A. and Compafiia de Luz y Fuerza Elec- 
crica de Toluca, S.A., said merger to be effective from December 31, 1972. 
As soon as the requirements of the General Law of Corporations have been 
complied with, the surviving company will be Compania de Luz y Fuerza del 
Centro, 8S. A. 


2) Financial statements of the preceding year. 


The financial statements for 1971, not including the Consolidated State- 
ment of Source and Application of Funds, were audited by other indepen- 
dent public accountants, who issued their report with a reservation because 
of the possible consequences from a difference in opinion with a supplier 
concerning the price of material purchased for operation. The accumulated 
differences from 1960 to 1971 were estimated at $119 million pesos. These 
differences were resolved in 1972 so that the present financial statements 
include the effect, not very significant, of the agreement reached. Moreover, 
the previous auditors expressed a reservation in their opinion because of 
the uncer tainty of recovering certain overdue consumer accounts, totalling 
$42 million pesos, a situation which no longer exists. 


3) Translation of currencies. 
The operations in 1972 in foreign currencies were recorded in pesos at the 


rates of exchange in effect on the dates on which they were carried out, and 
the liabilities in foreign currency were converted into Mexican pesos at the 


official rate of exchange on December 31, 1972. 


The Company follows the practice of deferring losses in exchange in pro- 
portion to the duration of the corresponding credits. On December 31, 1972 
there were included under the item of pre-payments the following amounts 
resulting from losses in exchange: 


Current portion § 6,181,559 
Non-current portion 04,046,303, 


$ 60,227,862 


After December 31, 1972 various foreign currencies in which different 
loans are payable were revalued; as a result, additional differences in exch 
ange arose totalling $85 million pesos. It is planned to defer these beyond 
1973 in accordance with established practices. 


4) Valuation of properties, plant and equipment. 


In 1960 fixed assets were revalued on the basis of the values resulting 
from translating Canadian dollar costs at the offical rate of exchange in 
effect on December 31, 1960. This revaluation amounted to $1,205 pesos 
and is reflected in the following headings: 


Millions of Pesos 


Capital stock i D354 
Reserves for reinvestment and 
retained earnings A445 
Accrued depreciation and amortization 122.6 
Accumulated provision for pensions and 
other assets and liabilities 104.5 
$ 1,205.0 


The accrued amortization at December 31, 1972 corresponding to the 
revalued assets amounted to approximately $602 million pesos. 


Additions subsequent to 1960 have been recorded at cost in Mexican 
pesos. 


5) Bases for the calculation of depreciation and amortization. 


Depreciation and amortization have been calculated by the straight line 
method using rates determined in accordance with the probable useful life in 
service of the assets, which are similiar to those used by Comision Federal de 
Electricidad and resulted from adopting studies carried out by the Federal 
Power Commission of the United States published in 1961, using the lowest 
rates in the. studies 


6) Provisions for pensions, separation payments and employee insurance. 


Based on actuarial studies of permanent employees and taking into 
account the provisions of the Collective Labor Contract, annual provisions to 
be charged to earnings have been determined in sucha way that the provisions 
would be sufficient to meet the required payments over the next ten years. 


With respect to the provision for separation payments, the criteria pre- 
viously used for determining the annual provisions was unified with that 
used for the other provisions, as described in the preceding paragraph. Asa 
result, the charge to earnings for the year was $61 million pesos less than it 
would have been in accordance with the procedure followed in prior years. 


7) Preferred shares. 


These shares are entitled to an unlimited vote, a cumulative preferred 
dividend of $1.00 Canadian currency per annum and $16.50 Canadian cu- 
rrency per share on redemption or liquidation of the Company. 


The Company needs approval of 75°/o of the preferred shares voting as a 
class in order to: 


a) Sell, rent or in any way dispose of or commit its assets or an important 
part of them. 


b) Merge with another Company except a subsidiary. 


8) Estimate of electric energy consumed pending billing. 


Beginning in 1972 the operating revenues will include during the corres- 
ponding period the estimate of electric energy delivered to consumers and 
pending billing. Up to 1971 this energy was recorded when billed and no 
estimate of the amounts pending billing were made at the close of the 
financial period. The change in method increased income and consequently 
reduced the loss by $80.2 million pesos. 


9) Contingent liabilities. 


In accordance with the Federal Labor Law of Mexico the Company has a 
contingent liability to indemnify employees who are fired under certain 
circumstances. The attached balance sheet includes no reserve for this con- 
tingency since the Company has followed the practice of charging such 
indemnities to the earnings of the year in which they are made. 


10) Remuneration to officers of the Company. 


The aggregate remuneration in 1971 to officers of the Company, of which 
two were also members of the Board of the Company, was $1,105,639 
Mexican currency. No remuneration was paid to directors of the Company 
who were not also officers of same. 


THE MEXICAN LIGHT AND POWER COMPANY LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED FINANCIAL STATEMENTS 
IN CANADIAN CURRENCY 


AUDITORS’ REPORT 


To the Shareholders of 
The Mexican Light and Power Company, Limited: 


We have examined the consolidated balance sheet of The Mexican Light 
and Power Company, Limited and Subsidiary Companies as at December 31, 
1972 and the related statements of consolidated profit and loss, movement 
of shareholders’ investment, and source and application of funds in Canadian 
currency. 


Our examination was made in accordance with generally accepted 
auditing standards including, consequently, tests of the documents, books 
and accounting entries and other generally accepted auditing standards, 
which we considered necessary in the circumstances. 


As mentioned in Note 6 to the financial statements at December 31, 
1972, the procedure for calculating the increases in accruals for separation 
payments was changed reducing the loss for the year by $ 4.8 milion. Also, 
it was decided from 1972 on to record the amount of energy supplied but 
not yet billed at the end of the year. Until 1971 this energy was recorded 
when billed without any estimate of its amount being included in the 
accounts at the end of the year. As mentioned in Note 8, this change 
increased gross revenues by $ 6.4 million in 1972, consequently reducing the 
loss by this same amount. 


In our opinion, the attached financial statements fairly present the 
financial position of The Mexican Light and Power Company, Limited and 
Subsidiary Companies as of December 31, 1972 and the result of their 
operation as well as the source and application of their funds for the year 
ending on that date, in conformity with generally accepted accounting 
principles applied on a basis consistent with the preceding year, except for 
the changes mentioned in the previous paragraph with which we are in 
agreement. 


Mario Suarez de! Real 
Public Accountants 


May 4, 1973 
México, D. F. 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES (NOTE 1) 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1972 


With comparative figures as at December 31, 1971 (Note 2) 
IN CANADIAN CURRENCY 


ASSETS 

Current: 1972 
Cash seta ee aver Nota ona aya aamn i rau amen $ 12,677,410 
Consumers’accounts and notes receivable, net ...... 40,521,179 
Material and supplies, at cost,not above market value, 

104 Ae eM ERMINE) Sa coyisact RP Mle dry ean beN I AURNU LSTA NYG at lg Ron OM 9,511,844 
Debtors, claims and other current assets .......... 10,936,488 
Loans to employees arsiinver cesar meine iam teee na ee 10,732,153 
Insurance and other prepaid expenses ............ 3,415,826 

$ 87,794,900 

Other: 
Loans to employees tegaows (ernie oer eco ame nee ae $§ 47,023,183 
Investments m securities at-cost (0) a se se 146,959 
Notes receivables por aeiaite vert hac neces eae oh ae enaprea e 23,899 
Prepaid expenses and other non-current assets (Note 3) 8,235,014 
$ 55,429,055 

Fixed: 
Property, plant and equipment (Note 3) .......... $ 578,523,389 


Less: Accrued depreciation and amortization (Note 4). 


166,345,560 


412,177,829 
Work:in progress, aicostsaien ce yee) eee nage our 83,498 446 
Storesifar construction, at costae ue ieee eat ee 5,883,640 
Advances for constrictions vrs acount ieianciae ete 195,557 


$. 501,755,472 


$ 644,979,427 


On behalf of the Board: 
José Lopez Portillo , Director 
Arsenio Farell Cubillas, Director 


LOT 


$ 10,957,452 
31,773,107 


10,509,431 
12,452,934 
8,889,505 


3,193,936 
$ 77,776,365 


$ 46,048,982 
127,577 
3,197,293 
446,666 


$ 49,820,518 


$ 500,133,730 


153,545,700 
346,588,030 


85,555,430 
1,513,649 
885,764 


$ 434,542,873 


$ 562,139,756 


LIABILITIES 


Current: 1972 1971 
Accounts payable to suppliers, contractors and others . §$ 16,572,259 So l0312,7 26 
PV end SCL CURALEC aye rts Mahal tdci iris ie, Woata weet iy eh cay 426, 299 426 299 
Current portion of long term debt (Note 3) ........ 38,033,180 33 028,939 
Accrued interest, wages and other expenses ........ 5,81 5,043 5.51 2,346 
Employees’and pensioners’savings fund ........... 2,172,415 1,386,245 

$ 63,019,196 $ 50,666 552 

Long Term (see statement attached) (Note 3) ..... $ 331,058,116 $ 261,572 214 

Other: Cyne havee gee 
PCeruens OF PENSIONS ( NOE D) 6.0. 6 fois se ee es wo $ 18,451,671 $ 138,569,318 
Accrued for separation payments (Note 5) ....... 14,608,645 14.455.774 
Accrued for employee insurance (Note 5) ....... 1,152,322 ae ate 
Consumers’ ang other deposits 2... ws ee 9,328,110 10,518,935 
Differences from translation of foreign 

currencies (Note 3) 14,332,630 13,232 950 
a ae See Seti Babee beet ee 


§ 57,873,378 


$ 451,950,690 


$ 364,015,743 


Contingencies (Note 9) 


SHAREHOLDERS’ INVESTMENT 
Capital Stock (Note 1): 
Preferred shares 
Authorized and issued — 852,598 shares having a par 
value of $13.50 Can. Cy, per share (Note 6) .... § 11,510,073 $) 1a 10,0738 
Common shares of no par value 


Authorized 5,000,000; issued 4,196,111 ...... 


Earned Surplus: 
Statutory reserve 
Reinvestment reserve 
Retained earnings 


Spm eyes el ies) fele-e-e:5 (0) (ert (e ceuniay Ni As) 16) (©. 6) Ye Sow), lo 


ayes 1 6b at e's a We ie 8) Siire ft & Bd). 19’ 8°, bw (0 ey Oe 


_-31,928,205_ 
$ 4,089,300 


63,953,301 
37, 217,884 


31,928,205 
$ 43,438,278 _ 
$ 3,935,519 


63,953,301 
38,070,482 


Unallocated income of previous years ........... 

Unallocated income for the year, after deducting 
$153,781 in 1972 and $180 469 in 1971 transferred 
EQUSPAUULDOL YO LCSEL VG) cams ala sista 94! < ho ae alibi cts Rl atone 


3,961,579 


9,734,312 8,932,468 


$ 99,487,752 $ 109,891,770 
Total Shareholders’ investment ...........+..- $ 142,926,030 


Consumers’ Cooperation Toward Fixed Assets (not dis- 
tributable under the Mexican Law of the Electric 
Industy ) 


Me Mien igs MIM 9 ele SS Ss $ 644,979,427 $ 44,793,965 


$ 50,102,707 $ 962,139,756 


The attached notes form part of this statement. 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES (Note 1) 


STATEMENT OF CONSOLIDATED PROFIT AND LOSS 
FOR THE YEAR ENDED DECEMBER 31, 1972 


With comparative figures for the year ended December 31, 1971 (Note 2) 


IN CANADIAN CURRENCY 


Operating Revenue (Note {) tai. cision idi) aie sane chiomepayae 
Operating and Other Expenses: 


Energy purchased jc tian a mea ned areas enue ten aie y 
1S 8 (5) Moen NEA CeMRa a lt Cre CalA Se oed aire aha Towra Reuben UNA 
WARES ie une UN sccm tu adic a aar Nh COR aaa cig ate hi areata eRe EC Ne 
Employee benefits 
Other ‘Operating expenses 0s, uso te let cane <n eeanes 
Other maintenance expenses ............-...0-- 
Administrative-expenses (si. Gk cl sv rclieine Yak saat ot knee 
Faxes and cu ties Gaile) asic Walt rein a MI tone ye Siete 
Provision) Lor deubtiul accounts ia. cere eee ate 
Provision for depreciation and amortization (Note 4) . . 


ORS ah; Ne ibsl Kes. (@ O10) 26 n @) 10). ej le. | 6 O1h rei) ce) ) 6), 6) 1a) Wel ie me eiie 


Total operating and other expenses 


Net Operating Revenvie ig it aii cs el ol elena Gane 


Financial Cost 
Less: Interest during construction 
Less: Interest earned on immediately realizable securities 


©) ele ey je.) ror hele Lele bale Gelr ie Ue! on tier sol e\viet he! ve. ‘all te. ye he: ve 


perce! ee ies elnta ele, Venue elles 


Neti financralie Os ties Misra ars oreN ath) st per wudig Din urneataatr ae 


Other Revenue and expenses net................. 


Provision for Employees’ Share in Profits 


te) her eves e) (ayrie le, 


Net Profit (Loss) for the year 


OAS Herter eeliels ler. ole 10 1S Hah lee 6, 


Appropriation to the statutory reserve 


elie ie fey fees Te) Von ie) Valve 


Surplus for the year, to be allocated 


@.\ 10,0) 1,0) 0). @)) 0 er) (6) fo) eel a 


1972 


$ 210,823,293 


$ 56,693,489 
7,299,959 
53,420,889 
47,497,406 
4,037,433 
4,437,947 
2,260,628 
2,077,072 
864,681 


13,670,673 


$ 192,260,177 


$ 18,563,116 


$ 30,850,967 
2.372,966 


461,187 


$ 28,016,814 


(692683830) 


$ (9,580,531 ) 


153,781 
$ (9,734,312 ) 


1971 


$ 191,110,950. 


$ 51,058,477 
6,843,046 
45,732,805 
37,060,007 
3,843,394 
5,161,497 
2,265,132 
1,966,673 
865,157 
11,542,209 


$ 166,338,397 


$ 24,772,553 


$ 23,594,347 
1,701,210 
515,035 

$ 21,378,102 


747,597 


29,111 
$ 4,112,937 

180,469 
$ 3,932,468 


After allowing for the $1.00 per share preferred dividend the results in 1972 were a net loss of 


$2.08 per common share 
The attached notes form part of this statement. 


(a net profit of $0.78 per common share in 1971) 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF MOVEMENT OF SHAREHOLDERS’ [INVESTMENT 
FOR THE YEAR ENDED DECEMBER 31, 1972 


IN CANADIAN CURRENCY 


EA ELA MN CE A OE A PE PA EET 


Unallocated Unallocated 


Income of Surplus 
Capital Statutory Reinvestrnent Retained Previous { Loss) for 
Stock Reserve Reserve Earnings Years the year. 
Balance at Decem- PES fox 
ber 31, 1971 $43,438,278 $3,935,519 $63,953,301 $ 38,070,482  ———~ $ 3,932,468 
(Note 2) 3 nt: 
Transfer of the 
1971 unallocated 
Surplicaeeee ee 3,932,468 ($ 3,932,468) 
Adjustment of the 
provision for em- 
ployees’ share in 
profits of 1971 29,111 


Dividends declared 
by The Mexican 
Light and Power 
Company, Limi- 
ted on the Prefe- 
rred shares ($1.00 


Can. Cy per share) 852,598 


Net loss for the year 
ended December 
31, 1972 as per 
the consolidated 
profit and loss 
statement, sho- 
wing the appro- 
priation to the 


statutory reserve Osc ( 9,734,312 ) 


Balance at De- Se aT PERI SME De CDRP ONT AL EEMREED Na HTN ; aa a0 
cember 31, 1972 $ 43,438,278 $ 4,089,300 $ 63,953,301 $ 37,217,884 3,961,579 $( 9,734,312 ) 


NE TR RT = 


roeeve 


The attached notes form part of this statement. 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 
(Including Compania de Luz y Fuerza del Centro, S. A.) 


Consolidated Statement of Long Term Liabilities 
as at December 31, 1972 


ARES NA U0 5 CPL ROSATI LA RE ET TE ST AS PAL NN A YS TRY PE SP A IP RS PET ST A CE BA A UTP EID SEE LE TCS TS SU ST ES EY a EN BY STS aD 


The Mexican Light and Power Company, Limited Original Canadian 
Currency Currency 


First Mortgage and Collateral Trust Bonds: 
5% Series A Sinking Fund Bonds and Debenture 


Stock, semi-annual payments to 1975 ............... US 1940510 $ 1930807 
CAN 82 844 

4.5 % Series B serial Bonds, semi-annual maturities to 
1975, guaranteed by the Mexican Government .... US 4 385 000 4 363 075 

7% Series D serial Bonds, semi-annual maturities to 
1975 MEX 18 236 000 1 452 753 
5.625% Series E serial Bonds, semi-annual maturitiesto US 3 562 356 3 544 544 
1977, guaranteed by the Mexican Government .... CAN 280 000 

6% Series F Sinking Fund Bonds, annual payments to 
BI? bobs MU ncap Pan CME EN Hesp ede ihe NT a ly taenetiegiM ses AE AS RERRaN bis cet NAN EIN US 2 947 000 2 932 265 
Total First Mortage Debt $ 14 586 288 


5.5 % Cummulative Income Debenture Stock, Annual In- 
terest and Sinking fund of $92,487 U.S. Guaran- 


teed by floating ‘charge wile wa J Oe ice waren US 2 466 530 2 454 197 
Loans from Nacional Financiera, S. A. (subordinated to above) 

At 7% ,semi-annual maturities to 1978 .......... MEX 82 363 969 $ 6561 4438 
At 8% , semi-annual maturities to 1981 .......... MEX 61 605 892 4 907 772 

At 11,25% , a re-financing of the previous two with 
quarterly maturities fO1989 ee oie MEX 41 958 209 3 342 559 
Total Subordinated Debt $ 14 811774 
Total Debt-The Mexican Light and Power Company, Limited $ 31 852 259 


Compania de Luz y Fuerza del Centro, S. A. (subordinated to Mortgage Bonds and Income 
Debenture Stock of the Mexican Light and Power Company, Limited) 


Comision Federal de Electricidad: 


Loan Agreements 


At 8.755°9/o, annual maturities to 1979 .......... GER 39 516 207$ 12292 039 
From 7.59/o to 9.59/o, serial maturities from 1976 to 
FOGG eae ens re tes iM fern trac enea aL aL a a EU tO US 65 000 000 64675 000 


a 


At 69/o and 7.59/0, semi-annual maturities to 1980 
At 129/o0, semi-annual maturities to 1982 
At 89/o semi-annual maturities to 1982 


es) jee as! a) -e! je 


hie! Cel RECS ee TS aeRO 5 


Joint contracts with Nacional Financiera, S.A., for sub- 


sidiary to IBRD Loans 
436—ME at 5 1/29/o and 6°/o0, semi-annual maturities to 
IRS ePe 28s oe SU BN A vid 2A) ol ae eet Ch a 
544—ME at 6 1/49/o, semi-annual maturities to 1988 


659—ME at 7°/o, to 7 1/2°/o semi-annual maturities 
from 1974 to 1990 


mare ie) 0). Wi a: 0 8) tie) 0 wie OO a pele Cle, ie rey OL e 


Sub Total — Comision Federal de Electricidad 


Notes to foreign banks: 


At 6.59/o0 to 7.8125°/o, serial maturities to 1979 
At 7.5°/0, due 19738 
At 71/2 to 7.5625, due 1975 
At 7 3/4°9/o0, due 1970 

Less: Notes representing unearned interest 


eis fa), ete) tes Mee ief ie) cee Ne: fe.td. elem 8 eon) le '8i'. @. BD <0) A 


B. nal ce: @ he) 6 eB) ee oe fa wD ere 
Se) wane. Ve) etiet, a: hieliay a? sP.ip) ah ce On at ee ee 


we her te: tw Ae 


Sub total Foreign banks 


Notes to Mexican banks: 


At 10°9/o and 12°/o0, semi-annual maturities to 1976 


oe. era eee 


At 8°/o, with annual maturities to 1981 


Less: Notes representing unearned interest ......... 


Sub Total Mexican banks 


PEt fet toe Tet Part) SNe er Oe et ee les ee 


Total Compania de Luz y Fuerza del Centro, S.A. 


CONSOLIDATED TOTAL 


Less: Current portion of long term liabilities: 
The Mexican Light and Power Company, Limited 
Compania de Luz y Fuerza del Centro, S. A. 
NET LONG TERM LIABILITIES 


ey 8) 9) 48) PS: 


CAS Sin SAT eb RCS Seay, Ba SO aie] 


Notes: 


First Mortgage and Collateral Trust Bonds. 


US 
MEX 
MEX 


MEX 
MEX 
MEX 


5 470 143 5 442 792 
1095 000000 = 87 232 080 
5 500 975 438 229 
12766000 12702170 


14167 315 


37 658 984 


$ 234 608 609 


38 592 256$ 38 399 295 


3 000 000 2 985 000 
15 564054 15 486 233 
15 774 761 15 695 8387 

811 623 $ 807 564 


407 050 000 $ 932 427 231 


7 368 895 587 036 
26 896 594 2142 690 


$ 30871 577 


$ 337 239 037 


$ 369 091 296 


amen) 


4 249 437 


33 783 743. 
$ 331 058 116 


In accordance with the provisions of the Indenture of Mortgage of 


February 1, 1950 and the Supplemental Indenture of March 28, 1955, the 
payment of principal and interest on the first mortgage and collateral trust 
bonds is guaranteed by a mortgage on properties, plant and equipment 
installed on December 31, 1953 and which were then valued at $726 million 
pesos, and by a mortgage on all additions permanently incorporated to the 
mortgaged property. As an additional guarantee, as provided by the Inden- 
ture of Mortgage of February 1, 1950, the Company and its subsidiaries have 
agreed, subject to receiving prior authorization from Mexican Governmental 
authorities as required and in accordance with the provisions of the 
aforementioned Indenture, to constitute a mortgage at any time on any or 
ail other immovable properties they may possess or acquire in the future. 


Restrictions in accordance with loan agreements signed with the Internatio- 
nal Bank for Reconstruction and Development. 

The Company has committed itself, among other things, that unless it 
obtains the consent of the Bank: 


a) It will not declare or pay any dividend or make any other distribution on 
its comm on shares(except stock dividends) if after considering such divi- 
dend or distribution the total amount of such payments and the 
payment of dividends on preferred shares made subsequent to Decem- 
ber 31, 1956 should exceed by more than $6,000,000 US currency the 
total net consolidated profits obtained by the Company and its 
subsidiaries and available for dividends subsequent to December 31, 
1956. 


b) It will not redeem nor purchase any shares of its capital stock nor 
5.5°/o Cumulative Income Debentures, (except for such part of the 
latter which are retired from circulation through the operation of the 
sinking fund) unless it does so with proceeds from the sale of shares 
and, in the case of the 5.59/0 income debenture stock, with the proce 
eds of the sale of income debenture stock which do not confer more 
favorable conditions on its holders than the existing 5.5% Income De 
bentures 


c) It will not incur any debt if the net remainder from operations of the 
Electric Sector (the Company, its subsidiaries, and Comision Federal de 
Electricidad and its subsidiaries) (increased by the amount of the tax on 
consumption of electric energy) obtained during the financial period 
immediately preceding (or any preceding period of 12 consecutive 
months, whichever is greater) is less than 1.4 times the largest amount 
of the total amortization on long-term debt of the electric sector in 
future year or years. 


d) 


e) 


It will not sell or dispose in any other manner of any of its properties or 
other assets which are needed to carry out efficiently its operations 
unless it first pays or redeems or makes provisions satisfactory to the 
Bank for the balance of the loans outstanding. 


It will not assume liabilities with a guarantee on any of its assets; in case 
of non-observance of this restriction provisions satisfactory to the Bank 
must be immediately created to assure the payment of principal, 
interest and other charges arising from the credit granted by the Bank. 
This restriction will not be applicable to those credits which have a 
specific len on those assets acquired with the credit itself and to any 
liability arising in the normal course of operations whose maturity is 
not greater than one year. 


Key to currencies 


MEX 
US 

CAN 
GER 


Mexican pesos 
American dollars 
Canadian dollars 
German marks 


VAR Various currencies 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED AND SUBSIDIARY COMPANIES (Note 1 ) 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS FOR THE 


YEAR ENDED DECEMBER, 31, 1972 


(With comparative figures for the year ended December 31, 1971) (note 2) 


IN CANADIAN CURRENCY 


SOURCE OF FUNDS 
Internal — 
Net profit (loss) of the year 


Provisions for: Depreciation and amortization 
Pensions 


Separation payments 


Employees’ insurance 


Cooperation from consumers toward fixed assets 


External — 

Long term credits from: 
Foreign banks 
Mexican banks 


Comision Federal de Electricidad and Nacional Finan- 
ciera, S. A. 


Net contribution of employees to insurance 
Difference from translation of foreign currencies 


Funds availabie 
APPLICATION OF FUNDS 


Additions to properties, plant and equipment 
Net increase in other assets: 
Loans to employees 


Prepayments and others 
Reduction in long-term liabilities 
Payments for: Pensions 
Separations 
Reduction in other liabilities 
Reduction in unallocated income 
Preferred share dividend 
Adjustment of employees’ share in profits 
Funds used 


INCREASE (REDUCTION) IN WORKING CAPITAL 


1972 


$ (9,580,531) 


13,670,673 
16,173,230 
3,615,382 
675,880 


$ 24,554,634 


10,433,145 


$ 34,987,779 


106,817,463 
476 442 
1,099,680 

~ 108,393 585 


$ 143,381,364 


86,007,675 


974,201 
4,634,336 
37,331,561 
11,290,877 
3,462,511 
1,190 825 


852,598 
(29,111) 
$ 145,715,473 


$ (2,334,109 ) 


1971 
$ 4,112,937 
11,542,209 
9,503,481 
5,184,514 


$ 30,343,141 


8,014,144 
$ 38,357,285 


$ 8,000,000 
17,351,434 


74 447 122 


2,067,648 
_101,866,204 


$ 140,223,489 


77,745,193 


6,961,724 
1,670,461 
35,881,255 


11,086,564 
1,651,048 


300,049 


852,598 
(393,814) 


$ 135,755,078 


$ 4,468,411 


CHANGES IN WORKING CAPITAL 


() reduction 


1972 Loyd 

Cash $ 1,719,958 ($ 6,475,742 } 
Consumers’ accounts and notes receivable, net 8,748,072 2,111,992 
Materials and supplies at cest, not above market value, net ( 997,587 ) 129,306 
Debtors, claims and other current asset s (1,516,446) 5,847,382 
Loans to employees, current portion 1,842,648 1,215,309 
Insurance and other prepaid expenses 221,890 1,445,340 
Accounts payable to suppliers, contractors and others (6,259,536 ) ( 1,660,021 ) 
Current portion of long-term debt (5,004,241) 2,106,521 
Accrued interest, wages and other expenses (302,697 ) ( 933,878 ) 
Employees’ and pensioners’ savings fund "4 (786,170) aise 82,197 i 


Increase (reduction) in working capital ($ 2,334,109) $ 4,468,411 
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THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1972. 


IN CANADIAN CURRENCY 
1) Bases for consolidation. 


The Mexican Light and Power Company, Limited is a Canadian corpo- 
ration constituted under the laws of Canada and is authorized by the 
Mexican Government to operate in Mexico. The Federal Electricity Commis- 
sion, of Mexico, is the owner of 97.8°/o of the outstanding common shares 
and of 80.8°/o of the preferred shares. 


The attached financial statements include the operations of the Mexi- 
can Light and Power Company, Limited and its direct subsidiaries: Compa- 
fiia Mexicana Hidroeleéctrica y de Terrenos, S. A. and Compaffa de Luz y 
Fuerza del Centro, 5S. A. Also included are the operations of the subsidiaries 
of the latter: Compania de Luz y Fuerza de Pachuca, S. A.; Compania 
Mexicana Meridional de Fuerza, S. A.; and Compania de Luz y Fuerza 
Eléctrica de Toluca, S. A. All balances and transactions between these 
companies have been eliminated. 


The Presidential Decree published in the Official Gazette of December 
27, 1972 authorized the merger of Companta de Luz y Fuerza del Centro, S. 
A. with its subsidiaries, Compania de Luz y Fuerza de Pachuca, S. A., 
Compania Mexicana Meridional de Fuerza, 8. A. and Compania de Luz y 
Fuerza Electrica de Toluca, S. A., said merger to be effective from December 
31, 1972. As soon as the requirements of the General Law of Corporations 
have been complied with, the surviving company will be Compania de Luz y 
Fuerza del Centro, 5. A. 


2) Financial statements of the preceding year. 


The financial statements for 1971, not including the Consolidated 
Statement of Source and Application of Funds, were audited by other 
independent public accountants, who issued their report with a reservation 
because of the possible consequences of a difference in opinion with a 
supplier concerning the price of material purchased for operation. The 
accumulated differences from 1960 to 1971 were estimated at $9.5 million 
dollars. These differences were resolved in 1972 so that the present financial 
statements include the effect, not very significant, of the agreement reached. 
Moreover, the previous auditors expressed a_ reservation in their opinion 
because of the uncertainty of recovering certain overdue consumer accou 
nts, totalling $3.4 million dollars, a situation which no longer exists 


3.— Translation of Foreign Currencies: 
Asin previous years; assets; liabilities and profit and loss items which 
originated in currencies other than Canadian dollars were translated to 
Canadian dollars at rate of $12.49 Mexican pesos = $1.06 US dollar = 
$0.995 Canadian dollar s, except for the investment in properties; plant; 
and equipment which are shown at the rates of change in effect on the 
day of adquisition. 
The above procedure resulted in a_ difference in exchange of 
$14,332,630, greater by $1,099, 680 than that at December 31, 1971 
because the Canadian dollar again changed value. 
The company follows the practice of deferring losses in exchange in 
proportion to the duration of the corresponding credits. On Decem- 
ber 31, 1972 there were included under the item of pre-payments the 
following amounts resulting from losses in exchange: 


Current Portion $ 492,448 
Non — current Portion 4,305,544 
$ 4,797,992 


4) Bases for the calculation of depreciation and amortization. 


Depreciation and amortization have been calculated by the straight line 
method using rates determined in accordance with the probable useful life in 
service of the assets which are similar to those used by Comision Federal de 
Electricidad and resulted from adopting studies carried out by the Federal 
Power Commission of the United States published in 1961, using the lowest 
rates. 


5) Provisions for pensions, separation payments and employee insurance. 


Based on actuarial studies of permanent employees and taking into 
account the provisions of the Collective Labor Contract, annual provisions to 
be charged to earnings have been determined in such away that the provisions 
would be sufficient to meet the required payments over the next ten years. 


With respect to the provision for separation payments, the criteria 
previously used for determining the annual provisions was unified with that 
used for the other provisions, as described in the preceding paragraph. Asa 
result , the charge to earnings for the year was $4.8 million doliars less than 
it would have been in accordance with the procedure followed in prior years. 


6) Preferred shares. 


These shares are entitled to an unlimited vote, a cumulative preferred 
dividend of $1.00 Canadian currency per annum and $16.50 Canadian 
currency per share on redemption or liquidation of the Company. 


The Company needs approval of 75°&o of the preferred shares voting 
as a Class in order to: 


a) Sell, rent or in any way dispose of or commit its assets or an 
important part of them. 


b) Merge with another Company except a subsidiary. 
7) Estimate of electric energy consumed pending billing. 


Beginning in 1972 the operating revenues will include during the 
corresponding period the estimate of electric energy delivered to consumers 
and pending billing. Up to 1971 this energy was recorded when billed and no 
estimate of the amounts pending billing were made at the close of the 
financial period. The change in method increased income and consequently 
reduced the loss by $6.4 million dollars. 


8) Contingent liabilities. 


in accordance with the Federal Labor Law of Mexico the Company has 
a contingent liability to indemnify employees who are fired under certain 
circumstances. The attached balance sheet includes no reserve for this 
contingency since the Company has followed the practice of charging such 
indemnities to the earnings of the year in which they are made. 


9) Remuneration to officers of the Company. 


The aggregate remuneration in 1971 to officers of the Company, of 
which two were also members of the Board of the Company, was $87,637. 
No remuneration was paid to directors of the Company who were not also 
officers of same. 


TECHNICAL STATISTICS 


1968 1969 1970 1971 1972 


CAPACITY OF THE INTERCONNECTED 
SYSTEM (MEGAWATTS) 


Hydroelectric Plants 313 313 313 313 313 
Thermoelectric Plants 354 354 354 354 653 
Total Company’s Plants 667 667 667 667 966 

Interconnected Comision Federal 
de Electricidad Plants 12203 1,390 1,545 1,680 1,617 
TOTAL CAPACITY 1,870 2,057 2202 PAPC, 2,58¢ 


ENERGY PRODUCED AND PURCHASED 
(MILLIONS OF KILOWATTHOURS) 


Hydroelectric Generation 1,273 1,290 1,297 ATL 1,389 
Thermoelectric Generation 823 1,680 1,819 1,963 1,771 
Total Company Generation 2,096 2,970 3,116 3,234 3,160 
Purchased from Comision 
Federal de Electricidad 5,898 5,813 6,411 7,031 8,025 
TOTAL ENERGY AVAILABLE 7,994 8,783 9,527 10,265 11,185 
MAXIMUM HOURLY DEMAND 
(MEGAWATTS) 1,540 1,696 1,901 2,016 2,310 
ANNUAL LOAD FACTOR °/o 59.3 53.1 oie 58.1 ae 
ENERGY BILLED (MILLIONS OF 
KILOWATTHOURS) 
Domestic 1,097 i212 1,352 1,472 1,609 
Small Commercial and . 
Industrial (low voltage) ebos Herre | 1,408 1,485 1,626 
Large Industry and Mines 
(high voltage) 3,648 3,999 4313 4,487 5,012 
Electric Transport 1G 113 216 337 352 
Other Government 861 952 1,045 1,206 1,847 
TOTALS 6,918 7,563 8,334 8.987 9,946 
THOUSANDS OF CUSTOMERS SERVED 
Domestic 1,138 1,165 1,296 1,394 1,485 
Commercial, Industrial and 
Others 226 264 251 266 276 


TOTAL 1,364 1,429 1,547 1,660 1,761 
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